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It may be surprising to those of us: living in the twentieth century 
that it is still legal for private persons or mmnax business organizations 
to issue money for circulation among the public at large.Although private 
money has been restricted and regulated under the state and federal laws 
of this country , it has remained a few steps ahead of the law and often 
in times of necessity has been used in violation of the law. 

Private money, 2, 2r the economic state of the currency requires 
it.For that rea Tseatielt de general use of paper money,governmental 
supervision was unnecessary because the public took specie at their own 
risk and coin had an intrinsic value which could be determined on its receipt. 
The eakly use of paper money throughout the colonies before and during the 
Revolutionary War convinced the people that regulation of ee money was 

wy btcaudtthe money issued by thexguxexnmenk sovereigntr as of 
questionable value.The complete collapse of the $500,000,000 in yapsrxmmnex { 
whiskColonial paper money indicated that private money was usually better | 
than an obligation of a government. When thexafmx Constitution of the 
United States was adopted no mention of private money was made,fmx therefore 
the states had the power to control its use if they so desired.This same 
Constitution in the Gold Clause Cases is now interpreted to give the 
national government complete control over the monetary system of the country 
I therefore wish to point out its provisions relating to money. 
"Congress shall have the power to coin money and regukate the value thereof 
and of foreign coin" ,"To punish counterfeiting of the current coin of. the 
United States","To borrow money on the credit of the United States" These 
powers have been continuously exercised £mxm from 1795 B# to the present,and 
have been combined in an implied power to issue paper money or notes as well 
as coins.The states were limited in their kx monetary regulation by the 
following provisions ,"No state shall coin money;emit bills of credit;make 
anything but gold and sblver coin a tender in payment of debts."(This feature 
caused Rhode “sland to refuse to Heisgakeax# send delegates to the Vonstitutiona 
convention)This left open a number of legal problems. 
Discuss Craig v.Missouri 1821-23 Loan Office Vertificates. 
Briscoe v.Bank of Kentucky all stock owned by state. 
McCulloch v.Maryland (Bank of U-S.)1791-1611,1816-1836 fed.igaue’ 
Legal Tender Cases (little market fluctuation after Hepburn case) 


Any person firm or corporation could issue paper money before the Constitution 
and could therefore do so afterward as far as the national govt was concerned. 
A South Carolina samkaxmfxkwankx obligation of private individuals payable 

in the current funds of the colony was issued during the need for currency 
during the revolution,an example of which I have. After fe establishment 

of the government the Bank of the United States #&RERRz8 ae in 1791 became 

the leading private bank of the coutry.The government accepted payment in their 
notes,and checks which were generally payable to bearer.0ffices were establishe 
all over the country and the bank finally became a completely private bank 
when after Jackson refused it 2 national charter it was chartered under the 
laws of Pennsyly nia and failed during the ‘anic of 1857 along with most of the 
other banks. Sente US ~e wrtirty Fe lyrke rotued 


Insurance’ shifanitex , bridge EGMPANIBE manufacturers ,turnpikes,canals 
companies issued their ob 3 ati leag with those of banks. Anyone who 
had any credit would ae 3 een OPE orrowthoney without interest by getting 
the ‘public to ¢ irculate their notes as money . The states could not regulate 
currency in their own borders by controlling local banks,becasue bank notes of 
other states would come in and faye the regulated currency out of circulation. 
AgxRinxek The national governmSh rely levied an excise tax on private 
circulating notes equal to 3/5¢ for notes under $50.00,50¢ for $50.00 to 100.0 
$1.00 tax for 100.00 to 800.00, and $2.00 for over $500.00; or.in liew of the 
tax the Secretary of the treasury could change the amount to 1% of the dividend 


and gav: 
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: Sates 
Fractional notes ,zaiie® shinplasters as the colloquial term defines them, 
were first issued by a Massachusetts bank in 1805 in the denomination of ae 
25¢. Other issuers followed and since the prices were still in the units 
of the Spanish Vollar we find fractional currency in queer denominations 
such as 12% cents,one réal or one eightht of a Spanishb dollar,6i ¢ medio real. 
The storekeeper from mairx early times had to have a book to check the current 
discount to give each banknote and the fractional notes complicated transactions 
so much that most states prohibited denominations af less than $1.00 by about 
1830, 

The panics *£atinmingnthanWamnefixhRh2 or depressions rendered many of the 
issuers of notes insolvent with a subsequent loss to the noteholders and this 
state of uncertainty continued until the cikil war when the national govt 
attempted to solve the tzaEr pep yeen of state bankimg note issuance. 

The first law was tha ugust 1,1862 which provided:"No private corp 
banking assn firm or individual shall make issue circulate or pay any note 
check memo or t@ken or other obligation for a less sum than one dollar,intended 
to circulate as money or to be received or used in lieu khaxwzmf of lawful 
money of the United States.This was passed én July 17 , 1862 in order to 
keep the coin in circulation and not have it driven out with fractional paper 
issued in states where it was allowed.Since its constitutionality was 
questfonable khaxguwarnmenk Congress,levied a tax on fractional private notes 
tokens etc of 5% per half year effective after April 1,1863.No one paid the 
tax and no one was arrested for this offence but there were ample fractional 
notes put in circulation. As the War peagrasxsa was concluded the national gover 
nment found it necessary to establish national banks with note issuing power 
but the notes were to be secured by bonds of the United States deposited in 
Washington.This system was similar to what the states had tried to secure 
note issues.4KX Phe obligation was that of the bank,not of the United states 
under the national banking system.In order for these notes not to receive 
compettition from state bank notes,#hm congress enacted a statute on Mar.35,1865 
"Every person firm or association other than national banking associations 
and every corporation state bank or state banking association shall pay a tax of 

10% on the amount of notes used for circulation and paid out by them."This was 

to be effective on July 1,1866 , but was extended to August 1,1866. he tax 

was tested in Veazie Bank v. Fenno and sustained ..-. Discuss. — tia : 

The authorized national bank note issue was $300,000,000 (Act of Feb 25,1868) 
with a limit of $500,000 for any bank and was raised to $354,000,000 an July 12 
1870. The banks were quite anxious to retain the privilege of issuing notes/ 

and this is the status of the law today.It has been recently suggested in 
Congress that the national bank notes be taken from circulation and the member 
banks may discount their liberty bonds with the federal reserve bankk and obtain 
federal reserve notes. Along with the national banking system the pox establish: 
ed the Federal “eserve Banks which are similar to the “ankiof the United “tates 
wkkk although the govt owns all the stock.These Federal Reserve Banks issued 
their own bank notes and have taken on the aspect of private banks in many 

of their functions. : 


in U.S. v. Warrick 25 Fed 138 a promissory note of 5¢ was taxed 10% for each 
reissue.The notes were payable in money and were issued by Warrick & Stanger 
of Glassboro ,N.J. 


lium & lee 1794 ---- use for U.S. . $¢ in 1797 


Laws regulating 
bender mEESRS. in RS 1819, 1826; 1827 ,1834. 
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Hard Times Tokens 
Although copper tokens had not been privately minted in United States 

in any quantity previous to the administration of Andrew Jackson,their 

issue during the 1850's is of unusual interest in numismatic history. 
"Money was a cash article" ,asxthaxtsrmxsfxkmexday according to expressions 

of that day and the flood of necessity pieces circulated freely with the 
standard United States cent ,being of the same size.Small change was. not 

so scarce that brass buttons would be used as money as they were during the 
revolutionary period -chiefly for the contribution box as some remark - but 
petty expenses could not always be paid in currency. Even the cents and half = 
cents of the United States had no legal tender properties until 1864 and 

the value of the metal kept them in circulationfor the same reason the tokens 
circulated. 

The Hard Times Token consist of political pieces with catchwords, Done 
party cries,satirical pieces with sarcastic allusions to the sentiments or” 
speeches of the leaders of opposing partiessthe controversy of the adminis- 
tration with the bank of the United States,and also store cards or advertise= 
ments.The friends and enemies of the Bank of the United States used this 
means to influence public opinion and it is well known that sarcasm without 
mercy Was a popular political weapon of the times.The tartff of abominations 
as the Tarrff act of, 1828 was dubbedand the Bank of the United States were 
opposed by the Democratic Republicans who became the Democratic party at a 
later date.This party was stigmatized as the Loco-focos - a name given them 
in consequence of an occurence at a political gathering at which their 
adversaries turned.off the gas lights and they were able to relight the lamps 
with "loco foco"or self lighting matches .k&AvEiguxy was verkisdxax Om VROROXXXXX 
( A self lighting cigar invented by John Marck in 1834 was called a loco-foco 
in imitation'of locomotive which was thought mean self-moving and some 
feel that these gave rise to the name) The token representing the Loco focos 
is an imbecilic female. The expression “Roman firmness" is found on the tokens 
representing Jackson's attitutde to the threat of South Carolina to withdraw 
from the Union,and his expression at a banquet in 1830 that "The Ynion must 
and Shall be Preserved" was a patriotic slogan for the tokens. Harvard Vollege 
conferred upon Jackson the degree of Doctor of Laws and since Jackson was not 
a well informed man ,the diemakers made a token with the L.L.D.branded on the 
flanks of a gjuskaxx balking jackass. Webster was portrayed as a steer. Van 
Buren was ridiculed for his statement in his inaugural speech , "I follow in 
the footsteps of my illustrious predecessor" by showing him trying to follow 
the footprints of a galloping jackass.Another token states that "The sober 
second thoughts of the people are OK" - the first use of the expression 
in definite form,leading to the conclusion that Jackson had a good deal to do 
with its popularity. (It may be Orl Korrect or the Choctaw Indian word Okeh 
meaning,all rightj}which Jackson might well have been acquainted with) A turtle 
with the sub treasury on its bank refers to the slow movement of the U.S. 
funds from the Pank of the Ynited States to the scattered bansk of the sub- 
treasury or fiscal agent system. "Webster Credit Currency" is represented by 
the good ship Constitution sailing on the high seas, while "Van Buren Metallic 
Currency" is portrayed by the ship"Experiment" being broken by the waves 
against the rocksand being struck by ixghking lightning. 

The state bank notes of the day were called red dog currency,Wild cat, 
and shin plasters and during the panic of 1857 were generally worthless. “he 
campaign of "A substitute for Shin Plasters" was portrayed by a Phoenix 
of sound paper money under the fiscal agent currency control arising from 
the flames after .the old paper money was burnt away.Jackson was shown to be 
highly dangerous because he had the purse in one hand and the sword in the 
other. To promote the circulation off these token as cents the expression used 
to avoid the counterfeiting laws was "Millions for “efence but NOT ONE CENT 
for tribute" 

While the political tokens had no designation of the issuer, the 


store cards were used to advertise the maker's, business.Newspaper advertising 
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~ In 1861 there were 100,000,000 copper coins in circulation. $ 1,000,000 
In gold coin 210 009,000 


Subsidhary silver e F ES 27,000,000 

_ State bank notes ; 4 ia 200,000 , 000° 

‘In Sotth 2 : : aig is Gaede 

No copper ; goldcoin ; : a ; 20,000 ,000 

subsidihary silver : ee . . 18,000,000 

Hoarding began omg te 1862 ---Before the greenbacks were issued one, paper 
“money in Jan 1862 fell,to per cent in specie ' 


There was no mizksk fractional coin above one cent except in silver,the 
three cent ,half dime,dime,25 and 50,].00 all silver.lhe peenies were copper=nic 
Gn July 2 1862 Phila Public Ledger reported that copper cent waéthe only specie 
“4n circulation. In St.Louis the premium was 10 % in July 1862,in the east 5% a3 
There were few small bank notes because the states had made a war on them and — 
it is estimated that only about $20,000,000wereof the $1.00 and 2.00 denomiatioon 
“Thereofre there was nothing between the one cent and five dollars-.Horace Greely 

wanted to make silver coin 20 % higher than face.Other ideas were refused. os 

“One and two dollar bank notes were cut up,Postage stamps were puted oe 

“ane they began to circulate.Firms put an ad on the outside and selaed them in 14 
a transparent eonve lope. Fractional bank notes were, generally prohinited by slates bul 

Pennslyvabia repealed their law in April 1861 and they were sssued there and in 

New Jersey-In some places they used the trick of $1.25,$1.50 $1.75 denomination 

so that change could be made by giving one or the otther and getting even dollars ch 

change. The fractional notes wore out quickly , they wore out in a year. and. cost ¢ 

more to print then the interest.A ten cent note cost more tha a cent to primt.The 
only profit was failure to redeem. Municbpalities issued the notes in great quantity 
and they circulated generally Albany, Newark,Wilmington put out over $100,000 eacha. 
Private individuals used currency issued in the form of chscks drawn on bankas ae 
‘to avoid the state bank note staturte tn 
Hotes tickets due bill,promises to pay in merchandise'The saloon keeper 
the barber aad the cigar dealer have turned banker" N.Y.Tribune. Irresponsible 

and unscrupulous issuers.The N.Y-issuers were in contravention of N.¥.law. In a 
all it is estimated that aboutW15,000,000 in fractional private notes were issued” 
and only half of the amount redeemed.Even the U’S.greenbacks were in high y 

denominations and the $1 and $2 were not issued until Aug.1,1862 and were not 

_ quisk to get ‘into circulation. 

é On Jyly 17 , 1862 postage stamp law went thru.Up to $5.00 as imgak tenderto go 
New York P.O. sold $3000.00 in stamps per day. On July 18 & 19$20,000 .The 
treasury dept was to see that everyone handled stamps butn the postmaster general 
refused to issue them or print more because the treasury was to handle money .The 
Mica cases were to protect them and were given away by store keepers: Otherwise 

were destroyed.At first the govt refased to redeem and then when they did they 
were beseiged with crumpled and torn stanps and plenty used one s. Finally without 
‘any legal authority the treasury issued unglued postage currency,a sor of fractio 
nel greenback.Postage currency issued in Sept.1862. By June 1863 20,000,000 had 
been issued of postage currecny ; : 
There were # 100,000,000 copper nickel cents issued by June 1861 worth — 
in bullion half their mcnsy value.Bundles of them were used to make change .A 
retail store in New York is said to have received so many that a floor in the 
room they were stored collapsed.The mint run ‘at full speed and got out 12,000,0 

“pieces in the year ending Junes0,1862 and 47,800,000 by, June 50 1865 , bub 

‘@ little over a half a million uamksmk dollars couldnt repalce silver shortage 

of $25,000,000.There was a premium on cents of 5% because one could pay nis” 

fare on the street car and not walk.They were finally hoarded gnd the introdu 
of the postage currency aided this.Purchasing thenmetal never cost the govt 
than 1/2 a cent -It was 72 grains ,. 88% copper and 12 gnickelToget one poun 
oer and seven pounds of copper you had to melt 800 ceats.Copper was work 
) cents per - and nickel 2.50.per 1b. Besides only $6.50 in metal for $8.) 


* 


sman! s token was an ‘implied promise i 
patroitic tokens were issued for profit . The use of the term not one 
{ tell more) and the most Widely circulated were those of a N.¥-saloo 
; ustavus Lindenmuel18r “They were not worbh in bullion more ere afi & 
cent and were illegal and had 51 
issue of tradesmen token or pri‘: 
- was never a counterfeiting law for punishment of issues of copper coins, on. 
_gold and, silver in the law of 1806 .The law of July 17,1862 didnt apply. eS 
The laws of. ae 22 amdxdmxem eliminated all copper 1 and 2 cent stiff , the 
; law of June 8 all other. The bronze coins of 1864 drowe them out of circu 
on to too.The govt was forced to issue bronze pennies to drive them out. 
‘Altho the bullion was only 1/5¢the cost of issue was 3/4¢,Many people lost 
money in having them and the Zhird Avenue Railraod asked Mr. Lindenmueller 
‘to redeem which he laughingly refused to do. : 


There were S00 aL erent and about 25,000,000 tokens: 


of April 22 1864 That if any person shall make issue saat or cause to 
be passed made issued or passed any coin card token or device whatsoever in 
_metal or its compounds,intended to pass or to be passed as money for a on 
“cent piece or a two cent peere such person or persons shall be guilty ce 
~.; Misdemeanor. 


Act of June 8 ,1864 Any person who shall make utter or pass coins of 

any metal intended for use as current money even if of original design sh 
be prosecuted. In the case of U.S.v.Roussopoulous. metal tokens paybble 
merchandisé-and not the size or design of a United States” coin wasxheta 
held to. be rightfubly issued in 1899. (95 Fea 977) 


of “honest coinage in U.S.and circulated pee 
private gold coins to be struck in the United “tates were ma 
mpleton Reid of Dumpkin County Georgia in 1830. The value in 
ars is spmzhfhenitix stamped upon them and the inscription reads"Georgia 
01d" .Contemporaneously with them and in much larger quantities were the 
)smaller gold coins of Clharistopher Bechtler of Rutherford North Carolina.Gold 
‘Mining had begun in North Carolina in, 1814 in the mountainaous region near 
the South ‘arolina border -and the need of additional gold coinage encouraged 
the establishment of this early mint. The gold pieces umm contain 97 percent 
of the standard weight. and fineness of the regular United States coins and 
average about 21 carats. They were freely circulated: throughout the South and 
_ the west.They are mar ked"Georgia Gold"and"Carolina Gold ".Nevertheless they _ 
are ratherrare .The government tolerated the coinage of this gold for a 
considerable period ¥ wkviux Ped @vpusve dx ex dawx prohtbikingx the xverikingy and tus 
father Chistopher Bectitler left his son to run the min in 1842 to 1852 at which © 
time the coinage was ;xrohibited by fede al law. é 
This law was the fir+st prohibiton of the issuance of money imposed by the 
_ Natioanl govtwhich \vas intended as to stand on its own merit in value. 
Hh The discovery «2f gold in California the first of these agsayers, Temple to 
“Reid out to the Wess .Phe other miners who flocked to the river.beds” found 
‘ themselves in need (of a circulating medium and established pr ivate mints imm 
ediately without waitin z for the govt to come to their aid.Beginning in 1849 the 
Boinsxwax dies were m ade similar to the U.S. coins with the eagle and the libert 
haed but with the name: 3 mma of the assayer “Fourteen mining companyes minted 
denominations from on} dollar to fifty.0n the admissionpo Sp. Reid if,into the 
Union in 1850 a state sissayéng office was established ‘whic aiiped bars and 
ingots in accordance with their value,usually around $0.00 . The United States a 
established an assayin ~¢ office in 1851 and the famous 50.00 gold slugs which were 
struck with the insign 1a of-the United States were exchanged for the gold whi 
was turned in. There ‘was of course no U.S.paper money anuxvhexminkveoulawk and 
gknike the mint was too jfar away and too poorly equiped to coin the gold which ~ 
Was presented.The ass aying offics under A.Humbert and using the machinery of 
Moffat & Company did n ot always give fmll value in gold and’ the competition 
of the private moneye rs led them to discredit the amount of gold in one anothe 
issues.There is hardl y a coin issued in Valifornia which was up to standard ue 
although the stamped ingots were of sone value.Those who were deceived urged th 
prosecution of the oy eneeis but the U*s.laws were inadequate as this was nto 
counterfeiting. ‘ 
“The Mosnons who vere established in the path of the gold rush were quick 
trade supplies and e 1 tipment for gold and established a mint in 1849 to 
convert the gold dust «ind nuggets into coin.They were the first to strike a 
twenty dollar gold pei ec or touble eage in this country.Their coins were 7 
Sian wae over 20% of trireir face value in gold,but contained the reassuring 
‘initials,"G 8 LC P G,rrepresenting Great Salt take City Pure Gold."Some of ; 
their coins contain trie pecullair inscription Hoiliness to the Lord and other 
symbols and marks simi’ lar to those of the maaoees order which they dare ai leee 
to have adopted. 
i e Oregon Exchange Vompany coined money fron the gold which was found in 
ae with tine discoveries in Californias. pr j 
Colorado gold mines Lda ee 5 Senha 1860 a ” SFA ged RSEEY8ro wer 
da in Denver . The firm o ar ruber an o.W s trade _ 
See ee coins of Pike's Peal Gold minted approximately $00, 000.00 wobtt 
in 1860 and 1861 . There are three Colorado rpivate coiners of Gold and i 
be readily seen that the government as yet had made no OO in ewes to th 


sue of the gold. 
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Money payable in goods ---- . © : ae ‘ 
The Sutler cards during the civil war..used for army suplies.' 


Workmen psid in merchandise money in small amnufacturing towns < 
so that the labor was forced to buy ata ‘company store . 


Yutsx Notes payable in merchandise amm under one dollar are not 
prohibited by the act of July 17,1862*because to be illegal they ee 
must be payable in money. U.S.v.Amkax Van Auken 96 U.S.366 (1877). 2 
; In Hollister v.Zion Cooperative Mercantile Institution anaxin 111US 63 
) and In Re Aldrich 16 Fe# 369 the ten per cent tax on notes was Held not 
applicable because the notes were payable in mervandise. 

: ‘ # (1893) 0p.AttyGn 68: 
Currency shortage in 1893- Atty Gen held Clearing House ‘Cert .not ta ble not 
Panic of 1907 ---- John Smith Checks and clearing House Certificates 


. 
Change shortage due to war tax and paper issue of Waldo Moore. 


Panic of 1955 and currency shortage,hoarding etc. John Smith checks 
Clearing House certifivates, negotiable certifs of deposit #. 


FA ese : 

Private-advertising through tokens brought on advertising on other 
peoples money .Use of Spansih 2 real piece for a doctors ad., use.of U.S money 
as well as private bank notes --- even my grandfather @id it. ; ae 5 
Petes Law of Feb 5,1867 prohibited the stampirs.of ads on UsS. notes ‘and 
national bank notes. - F 


